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Tax Plans Multiply 


Spurred on by increased inflation and the need 
for raising more money than the Treasury at first 
thought necessary, the Senate Finance Com- 
mittee and Treasury are proposing one plan after 
another. The House bill left $2.5 billion un- 
provided for and since then the Treasury esti- 
mates have been upped. 


Both Congress and the Treasury are trying to 
find a substitute for the sales tax which seems to 
many the easiest way out. Even the names of 
the various plans are bewildering. ‘Today the 
Committee’s gross income tax is at the fore, and 
has been given a popular title—Victory Tax. 

Victory Tax. It provides that after all net 
income taxes are computed, an over-all or gross 
tax shall be added. It would apply to every 
taxpayer above a $624 annual income, with cer- 
tain deductions. This tax would be deducted 
from wages and salaries. It is also a ‘“rebating” 
tax: a portion of the 5% would be returned by 
the Treasury to the individual after the war. 

Sales Tax. A tax on retail commodities. 
Rates proposed average about 5%. Some plans 
exclude foods, one includes services. The Treas- 
ury is opposed because such a tax will neither 
raise enough revenue nor be a real check on in- 
flation. 

Spending Tax. An eleventh hour Treasury 
proposal for a tax on expenditures. First tacit 
admission by the Treasury that the voluntary 
war bond program was not sufficient; that com- 
pulsory savings would have to be accepted; that 
the original request for a tax bill of $8.7 billion 
was too little. The proposal includes 

@ a flat tax on total spendings which is 
designed to stop spending now. After 
the war it will be returned. 

@ an additional graduated tax on spend- 
ings above a specified amount which will 
not be returned. 


This plan was rejected. A joint Congressional 
committee will work with the Treasury until 


the first of the year in an effort to evolve a com- 
pulsory savings plan. 


Ruml Plan. Would put income tax pay- 
ments on a pay-as-you-go basis, rather than 
always being one year behind. Taxes paid in 
1942 would apply to 1942 income, instead of 
1941. No tax would be paid for 1941. Treas- 
ury opposed plan believing the “forgiving” of 
1941 tax payments would result in “windfalls” 
for those whose incomes were higher in 1941 
than in 1942. 


Presumably both government and taxpayer 
would gain in many ways by a pay-as-you-go 
method. For instance, in a period of rising in- 
come the Treasury would collect more money, 
inflationary rises would tend to be checked, and 
the taxpayer would be paying his higher taxes 
out of his higher income. Otherwise he might 
be left to pay a high tax out of decreased in- 
come the following year. 


Inflation Still Unsolved 


Several hurdles lie ahead for President Roose- 
velt’s anti-inflation program. By asking Con- 
gress for power to stabilize the cost of living, 
including farm prices, he has opened the door 
to the delays and vicissitudes of Congressional 
action. He has an ace in the hole, however, for 
Congress has been warned that if it delays be- 
yond October 1, the President will take action by 
executive order. This threat may and should be 
sufficient to prod Congress into action, and if, 
on October 1, legislation shows a chance of pas- 
sage soon, the President may be lenient about 
the date. But in the meantime 


@ Congress has indicated that it may in- 
clude power to control wages (which 
the President believes he has already) 
with power over farm prices. This 
might stir up acrimonious debate which 
would get labor’s back up and delay pas- 
sage of the bill. : 


@ Congress may not resist the temptation 

~ to tell the President how he shall stabi- 
lize the cost of living, and long debate 
may ensue and subsequent action may 
be hamstrung. 


@ Congress may demand to know in ad- 
vance the President’s plan for stabilizing 
wages as the price for granting power 
over farm prices. Should it not like this 
plan, it might pass legislation which 
would force the President’s hand and 
alienate labor. 


Even if Congress gives the President broad 
powers over the cost of living, much of the suc- 
cess of the anti-inflation program will depend 
on how the wage question is handled. If the 
“Little Steel” formula is chosen as the stabiliza- 
tion yardstick, there will still be chances for in- 
flationary wage increases because this formula 
permits certain pay raises 

@ to cover increased cost of living between 
January 1941 and May 1942 


® to iron out inequalities 
@ to raise substandard wages 


Nation-wide application of this formula 
would add considerably to the surplus purchas- 
ing power in the country, raise the cost of prod- 
ucts farmers buy, and might well crack price 
ceilings. 


Toward An Adequate 
Labor Supply 


The Federal Government has taken its first 
step toward compulsion in ensuring an adequate 
labor supply. The pirating of lumber and metal 
workers by higher-paying aircraft and ship- 
building industries led the War Manpower Com- 
mission to declare 12 western states a “‘critical 
labor area.” To stabilize employment here, the 
Commission ordered that workers in non-ferrous 
metals and lumber industries may not switch 
jobs without a “certificate of separation” from 
the U. S. Employment Service. While the order 
does not actually “freeze” workers in their jobs, 
it may have that effect because it is expected that 
certificates will be hard to get. 


Over Labor week-end, WMC Chairman Mc- 
Nutt served notice that if the voluntary system 
of employment fails, Congress will be asked for 
legislation. He indicated that labor will not be 
mobilized by executive order. While the Com- 
mission has been giving serious thought to pos- 


sible types of legislation, he said, no bill has yet 
been drafted. 


Soldier’s Vote 


A smoke screen of confusion has been thrown 
around the bill to give members of the armed 
forces an opportunity to vote by absentee ballot. 
Controversy centers around 


@ the authority of Congress to interfere 
with the right of states to control their 
election procedures, such as registration 
and absentee voting laws, and to fix 
qualifications for voting. Chief conten- 
tion is the lifting of poll tax require- 
ments for registration, now in force in 
eight states. 


@ permitting soldiers and sailors to vote 


beyond the limits of continental United 
States and Alaska. 


States rights and the poll tax are hot political 
questions extending beyond the period of time 
covered by this bill, which is for the duration 
of the war only. 


Protests have been entered by the Army and 
Navy, not against the principle of service men 
voting, but because they believe voting outside 
the United States will interfere with the military 
efciency of the fighting forces. The sending 
of such quantities of mail might give informa- 
tion to the enemy about the size and location of 
forces, and it creates a major transportation prob- 
lem. Four shipments across the ocean would be 
involyed—application cards must first be sent 
out, and then sent back; then ballots must be 
sent, and returned. With forces in all parts 
of the globe, many individuals would have 
moved on before the ballots could reach them 
and results would be negligible. 


Lend-Lease Pool 


Our allies have been furnishing us with in- 
valuable aid for many months under general 
provisions of the Lend-Lease Act and the Master 
Lend-Lease Agreements. 


The tempo of this help is increasing as more 
American troops arrive in all theatres of war. 
It includes a wide range of supplies from air- 
planes and gasoline to food. It is given on the 
same basis as our lend-lease help to them, and 
means that no currency has to change hands. 
Thus the efficiency of our effort is increased, 
and time, shipping space and money are saved. 


Last week by a series of agreements with Great 
Britain, Australia, New Zealand, and Fighting 
France definite principles and procedures to be 


followed in reciprocal lend-lease aid were out- 
lined. 
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